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Commission recommends changes in consumer credit practices 


National Commission on Consumer Finance has proposed a series of recommendations to make 
consumer credit available to more persons at competitive prices. It also has recommended a variety 
of consumer safeguards, including elimination of harassing collection practices by creditors. The 
recommendations—85 in all—were in the commission’s report to the President & Congress this 
month. The 85 were based on almost 3 years’ research by its staff. 


Basic theme of the report was similar to that of the President’s Commission on Financial Struc- 
ture & Regulation (known as the Hunt Commission because of Chairman Reed O. Hunt) in 1971. 
Both reports stressed the importance of increasing competition in the consumer credit field. Greater 
competition between financial establishments, the reports predicted, would bring the same benefits 
to consumers of credit as it does to consumers of other goods & services. National Commission on 
Consumer Finance stated that greater competition—particularly for cash loans—could come about 
only by repeal of a number of state laws that restrict potential lenders—such as savings & loan as- 
sociations—from making cash loans. 


The national commission also noted consumers need better protection against the legal power 
of the consumer credit industry. It has made 21 recommendations about restriction or repeal of a 
number of legal procedures available to creditors. Chairman Ira M. Millstein said the report “‘rec- 
ommends significant additions to the protection of consumers in the fields of creditors’ remedies & 
collection practices. We have urged restrictions on remedies such as garnishment, repossession & 
wage assignment. We have recommended abolition of the holder-in-due-course doctrine, confessions 
of judgment & harassing tactics in debt collections.” 


Following is a sampling of some of the 85 recommendations: 

e Savings & loan associations & mutual savings banks under certain conditions should be per- 
mitted to make secured & unsecured consumer loans (Hunt Commission’s recommendation). 

e Banks should be permitted (1) to make small loans under rate structures used by finance 
companies & (2) to establish small-loan offices. 

e A creditor should not be able to speed up the maturity of a consumer credit obligation, com- 
mence any legal action or demand or take possession of any collateral unless the debtor is in de- 
fault. When the debtor is in default, the creditor must give a 14-day written notice to the debtor of 
the alleged default that states (1) amount of delinquency in payments & (2) charges to be paid in 
addition to the installment payment needed to remedy the default. 

e Promissory notes in connection with consumer credit transactions should not be “negotiable 


(Continued next page.) 


Reporting corporation news 


Securities & Exchange Commission is stressing the need for accurate & undistorted news 
from corporations—particularly from defense firms—about their financial problems. SEC has 
said better financial announcement procedures should be followed. According to the agency, some 
corporate news releases, which were intended to inform stockholders & others, have been “incom- 
plete, inadequate & occasionally misleading.” 


SEC has stated that prompt disclosure of all facts about a corporation—both good & bad— 
a necessity for investors & the general public alike. 








Commission recommends (continued from page 1) 


instruments.” Each note should have “Consumer Note—Not Negotiable” printed or written on 
it. The holder of such a consumer note—whether the seller of the consumer goods & services or a 
finance company, bank or other third party—should be held subject to any claims or defenses by 
the consumer if the goods or services are faulty, incomplete or not delivered. A claim could not ex- 
ceed the original amount financed. 


e In the case of balloon payments, in which any payment (usually the last) is more than 2 times 
as large as the average of earlier payments, the consumer debtor should have the right to refinance 
that balloon payment at the time it is due without penalty & at terms no less favorable than the 
terms of the original credit agreement. 


e In the case of door-to-door sales that are payable in more than 4 installments, the consumer 
debtor should be able to cancel the sale at any time prior to midnight of the 3rd business day 


following the sale. [See Federal Trade Commission’s similar door-to-door regulation, CONSUMER 
NEws: Nov. 1, 1972.] 


e States should undertake a review of the degree to which their laws restrain or prevent credit 
institutions from granting credit to creditworthy women. States should amend such laws, where 
necessary, to assure that credit is not restricted because of sex. 


e Legislation permitting “small small” loans should be encouraged as a suitable means of 
providing loans to the poor by regulated, licensed lenders. 

e Truth-in-Lending Act should be amended to insure in real estate transactions that a full 
statement of all closing costs are presented to the consumer before he makes his downpayment. In 
any event, a full statement of closing costs should be provided at the time the lender offers commit- 
ment on a mortgage or not later than a reasonable time prior to final closing. 

e Creditors should be required to disclose the charge for credit insurance both in dollars & as 
an annual percentage rate in the same manner as the finance charge is required to be disclosed. 


The report, Consumer Credit in the United States, will be available from Superintendent of 
Documents in the spring. CONSUMER NEWS shall publish the price & order information in a later 
issue. Hunt Commission report, Report of the President’s Commission on Financial Structure & 
Regulation, is available for 75¢ from Superintendent of Documents, Government Printing Office, 
Washington, DC 20402 (catalog no. PR37.8: F49/R29). 


CN Notebook 


CONSUMER NEWS readers continue to pass along their shopping suggestions. If you wish 


to share your money-wise ideas, send them to CN NOTEBOOK, CONSUMER NEwsS, Office of 
Consumer Affairs, Washington, DC 20506. 


This save-money suggestion is really aimed at the food stores, but here are the comments 
of Mrs. John T. Lynch of Minneapolis: “Mrs. Greene wrote in the Sept. Ist CoNSUMER NEWS 
... [that] it is a waste of material & an extra labor cost to wrap green peppers & such pro- 


duce in plastic wrap. The store could save money, & we could be charged less if they would 
stop it.” 


Another hint for the stores comes from Mrs. Gertrude Kohnke of Denver: “Elimination 
. . of all selling gimmicks as stamps, specials & coupons, etc. .. . the consumer has to pay 
for all these gimmicks because they are figured into the price.” 


Two readers send along the same suggestion—almost. Ellen Braun of Minneapolis sug- 
gests: “To cut the cost of shampoo, pour half [of the contents] of the new bottle into the 
empty bottle. Fill both with water & mix. It will suds just as well.” 


The variation of that idea is from Rita Weiss of Pittsburgh: “Dilute one bottle of dish- 


washing detergent with the same amount of water. You now have 2 bottles for the price of 
one. Works just as well.” 
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Agency revises proposal about consumer rights in credit deals 


Federal Trade Commission has revised its proposed regulation on consumer rights in installment 
credit transactions [CONSUMER NEws: April 1971]. In doing so, it has reopened the public record 
for comments by consumers & others. Both the original & revised proposals are known as a regu- 
lation for Preservation of Consumers’ Claims & Defenses. 


The original proposal was aimed at preserving consumer claims & defenses or rights in in- 
stallment sales. The revised proposal has been broadened to include provisions that would also 
protect consumers in credit card transactions & related credit situations. [See recommendations 
of National Commission on Consumer Finance, page 1.] 


Specifically, the rule would 


e Prohibit sellers from honoring credit cards when the store or bank (or any other company) 
issuing the card requires the consumer to give up the right to assert claims against the card issuer 
for faulty, incomplete or undelivered consumer goods & services or denies the consumer the defense 
or right to withhold payment because of unsatisfactory goods & service; 

e Provide that all consumer promissory notes contain a notice making any subsequent holder 
of the note subject to claims & defenses or rights the consumer may have against the seller 


because of the sales transaction; the holder of such a note would not be liable for consumer claims in 
excess of the face value of the note; 


e Require seller to supply consumers with a notice explaining the consumer’s rights when con- 
sumer notes are used; 


e Bar any agreement by the consumer that would prohibit him from making a claim or defense 
in a legal action arising out of the sales transaction; 

e Bar financing by a creditor closely related to the seller (such as a subsidiary company) un- 
less the consumer is permitted to make the claims or defenses against the creditor that he would 
make against the seller; 


e Bar agreements in which the time period for raising claims or defenses is made shorter than 
the period in which payments are to be made. 


Deadline for commenting on the proposed regulation is March 5. Deadline for requesting 
time (hour & day) to participate in public hearings in Washington, March 12-16, also is March 
5. Comments & requests to appear at the public hearing should be sent to Assistant Director, 
Division of Rules & Guides, Bureau of Consumer Protection, Federal Trade Commission, Washing- 
ton, DC 20580. To extent practical, FTC requests 20 copies of comments more than 2 pages. 


For a free copy of the complete text of the proposed regulation, A Trade Regulation Rule Re- 


lating to the Preservation of Consumers’ Claims & Defenses, write to Federal Trade Commission, 
Washington, DC 20580. 


New Federal publications 


Help Fight Sickle Cell, published by Health Services & Mental Health Administration in cooperation 


with Labor Dept. & Job Corps; 10¢; available from Supt. of Documents, Government Printing 
Office, Washington, DC 20402. 


The Natural Gas Industry & the Environment, Sub-Council Report, published by National Indus- 
trial Pollution Control Council; 25¢; available from Supt. of Documents, Government Printing 
Office, Washington, DC 20402. 


Violence & the Media, Statement of the Sub-Council on Advertising & Promotion of the National 
Business Council for Consumer Affairs, published by National Business Council for Consumer 


Affairs; 20¢; available from Supt. of Documents, Government Printing Office, Washington, 
DC 20402. 
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Progress report: meat names 


National Live Stock & Meat Board’s program to standardize names for cuts of beef, pork, 
lamb & veal [CONSUMER NEWS: Aug. 1, 1972] should get underway in many meat markets & 
food stores across the country by March. Standardization of meat names is a voluntary program 


initiated by the meat board, a trade association. The association cannot require stores to use stand- 
ardized names. 


Originally, the standardization program was to go into effect this month. According to meat 
board’s President David H. Stroud, reason for the 2 month delay is (1) difficulty in identifying 
all the cuts of meat being sold in American markets & (2) difficulty in determining standard names. 


Meat board formed an ad hoc committee last January to revise & write the 2nd edition of 
“Master List of Meat Names for Retail Meat Identity Labeling.” The committee’s purpose has 
been to eliminate some of the 610 known names for the variety of meat cuts. Many of the names 
refer to the same cut. The committee expects the revised master list to be whittled to 200-300 
standardized names by the time it is published & sent to thousands of retailers nationwide in March. 


When the program goes into effect, each package of meat in your supermarket will be labeled 
with species of meat (beef, pork, lamb, veal), wholesale or primary cut (chuck, loin, etc.), com- 
mon name of the standardized retail cut & perhaps the store’s own customized or fanciful name. 
For an idea of how this standardized label system will work, consider an example of a cut of meat 
labeled under the standardized name program as Beef Chuck Blade Pot Roast: “Beef” identifies 
kind of meat, which always will be listed first on the label. “Chuck” identifies wholesale cut, which 
indicates from what part of the animal the meat is cut. “Blade pot roast” identifies the retail 
name of the cut. A store’s customized name—such as “economy roast”—would be listed last. 


For ground beef, the meat board’s ad hoc committee has recommended that stores label differ- 
ent kinds of ground beef both by name—ground beef, lean ground beef, extra lean ground beef— 
& by percentages of fat content—such as “not less than 75% lean.” Office of Consumer Affairs rec- 
ommended last summer that labels for ground beef show percentage of fat content or leanness. 


Meat board officials predict the standardization program as a whole will take guesswork out 


of buying meat: Shoppers will have adequate information for determining the kind of meat they 
are getting for their need & their money. 
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